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Adding Financial DNA
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Two Types of Contributions

100%

Approximately 50% of
contribution is capital and
50% is sweat equity

/'4

Non-monetary input or
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Founders Angel Investors Later  Large
and Balanced Stage  Mutual
VC Fund -

Angel Funds VC Fund Fund



The Type of Investors You Want

* There are three types Value
of investors: Neutral
e Value adding
Value
 Value neutral Negative
« Value negative
Value

Adding

Do reference checks



Financial Partner Contributions
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Amount of Capital

Sources of Capital

A
Public Markets
Founders, Friends &
OUnaets, =t Venture Capital
Angel Funds
Strategic Investors
v

Age of Company



Vancouver Sources of Capital

* Angels — two excellent local groups:

www.vef.org/angels/index.html

http://www.confmanager.com/main.cfm?cid=77&nid=1073

e Angel Funds:

www.BCTechFund.com

www.wutif.ca

www.FundamentalTechnologiesll.com

o Early Stage Venture Capital Funds:

www.BCAdvantageFunds.com

www. Yaletown.com

 Mid to Later Stage Venture Capital Funds:

www.BCDiscoveryFund.com/

www.Growthworks.ca

www.PenderFinancial.com

www.VenturesWest.com




The VCC Program

Outstanding initiative of Gordon Campbell’s
government.

BC initiative being copied across Canada
Jim Fletcher and National Angels working on Feds

Two parts to the program:

— Direct investment, or EBC, program
— VCC Funds like Discovery, Advantage, WUTIF, Pender



VCC Funds vs Angel Funds

VCC Fund Angel Funds
Have a tax credit Yes \fe)
Invest anywhere No Yes
iIncluding BC
Invest in public co’s No Yes
except new treasury
Buy founders stock No Yes
Invest In co’s with over \fe) Yes
100 employees
Control with others \e) Yes
Invest in debt \e) Yes




Key Elements to Obtain Funding

Investment worthy concept

Team — much more important than #1
Good structure

Fair valuation and terms

Excellent board and mentors

B 0 D =

Good prospects for a liquidity event



The Business Plan

* Very simply — an intelligence test.

e The format must be perfect.

 If you have a web browser, there Is no excuse.
* The financials are the hardest part.

e EXcept possibly for the bios.

 |f you've only done a couple of dozen, get
coaching!




What Happens to Your Plan

A complete product

T h A new business plan. development schedule,
e Looks like a lot of in-depth market research,

work went into this. detailed financials.
This must have taken
weeks to write.
11.0

by Robert van Goeben

-

& Kathryn Siegler

This will require a " | | Yeah. 1 gave it
thorough reading. a good scrub.
: Nothing there,

Wanna go
to lunch?




Getting a VC's Attention

 What it looks like from my perspective.
 Dozens of business plans per week.

* You need an introduction.

 |deally from someone who has written a cheque.

And has some credibility with me.



Just Don’t Feel Like It

The

VC

Life at the conference table

by Eobert von Goeben
& Kachryn G-n:_-gl-a-:'

hitpefwww.thave, com

Uh ... OK, the
technology isn't
defensable.

“What do you mean?
We hold twelve patents
in the area’™

THE BRUSH-OFF We did extensive due diligence

so let me give you some feed-
We like your company back. First off, the market is
a lot, but we'll have to too small,

“But Forester projects
this space to be $3
trillion by 2002!"

Your CTO is
inexperienced
in the space.

Well, ... um ...
Look, we just
don't feel like
it, OK1

“The Guy's authored
three books on the
subject. What more
do you want?"*




The

\'A®:

VCPITCH & |

VC PITCH # 12

“We provide a turnkey
intranet solution for chat,
newgroups and email.”

We're building cutting

edge

collabrative s'_rsl:ems.]

"”Hmy cow, look

at the time!
Not for us. | better sign
18- 0 We'll pass. off.
by Robert von Goeben
& Kathryn Siegler NE
YC PITCH # 3 ENTREPRENEUR REGROUPS VCPITCH# 4

File Edit View Medify Text Xir

Sighld [
'::_.-'.['E : EnErEpreneur@ndfunds OO

From: VC Buto-Response
Subject: Re: My Plan

>0ur Company markets
>groupware soclutions...

This is an auto reply.
Thanks for sending your

plan, but...

Hmm...

How can
| spin this?

mm...we're a knowledge

-

U
Aman agement company.

Wow! We need a deal in this
space, Tell me right now who
else has seen this?!

S

e ﬁé
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I'm glad
The ?rnu're . g“ha"ﬁ & Then we'll
:;teg:rs:;irl‘lﬂ en what! schedule
Y y- another
‘ ’ ‘ What's the i
series of
next step! ) I'd like to m_&etings
V schedule with the
another other
1 4 .0 meeting. partners.

by Robert von Goebean

How long
does this

go on!

& Kathryn Siegler

couple more
meetings to
keep the deal
alive, in case it
catches fire.
Eventually,
things will bog
down and
you'll go away.

N ~

“ N

e ~
We'll take a

What if
you're really
interested in
investing?

I'd just say
50 NOW.

Why don't
you just
say ‘‘no’’
now!

Um...Let's
schedule a

meeting to
discuss that.
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“Uh, I've left two “Just calling to tell Ring" We like the
messages. We're you WE V& gota team, and the
ready to close and | ) term sheet from = space is hot.
wanted to see if another firm and
. you're coming in. it looks like a done Um...
Please call me soon.” deal. Thanks for
- )\ taking a look at i Who else is in?"
5 my company.” | b
C -




Board Evolution

In the very early days, the board is often the
founders.

That Is OK because they are often the only
shareholders.

e As the company matures, the board must too.

 One of the most common reasons that companies
fail to attract good quality investors,

 |s that the board is not ready.



Corporate Governance Today

Probably the biggest change for early-stage
companies over the past few years.

Much more important than five years ago.

Corporate Governance will continue to increase In
Importance for many years.

Enormous topic — would also take days to do
justice to.



Minimum Governance Guidelines
For Externally Financed Companies

Boards must be real and:

Have a majority of independents.
Who are successful and experienced.

Who should have a real financial interest in the
company.

Should only have one member of management,
the CEO.

Chairman cannot be CEO.



Harder to attract good directors

Business in Wancouwar Fabreany 18-249 2003

Insurance hikes force
lawyers off boards

Clark. Wilson discourages appointments; partner off DataWave boand




Board Commitment

It's much harder to recruit a good board today.
No, an advisory board won’t do.

Directors must make a meaningful investment.

f you can’t get a good board committed,

D0 you really think its fair to ask someone to
Invest?

Good news Is that early-stage funds and angels
will often help you build a good board.



Current Thinking on Structures

* Instead of complicated preferred shares and
hundred page definitive agreements,

 Today, investors are returning to fundamentals
Including:
1. Reasonable valuations
2. Common sense structures and vesting

3. Excellent corporate governance



Summary

There Is a lot more to doing this successfully, than
can be summarized in a 15 min PowerPoint

You need Mentors and people who have done it
Lots of good resources online and in Vancouver:

www.AngelBlog.ca

For a copy of this presentation:

www.BasilPeters.com/Speaking Engagements.html

Thank you.



